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STATEMENT OF REASONS OF CHAIRMAN JOSEPH O. PARKER AND
COMMISSIONERS GEORGE M. MOORE AND CATHERINE BEDELL
On November 13, 1978, the United States International Trade Commission

received advice‘from the Department of the Treasury that rayon staple
fiber from France and Finland is being, or is likely to be, sold in the
United States at less than fair value (LTFV) within the meaning of the
Antidumping Act, 1921, as amended. Accordingly, on November 28, 1978,
the Commission instituted investigations Nos. AA1921-190 and
AA1921-191 under section 201(a) of said act to determine whether an
industry in the United States is being or is likely to be injured, or is
prevented from being establishea, 1/ by reason of the importation of
such merchandise into the United States.

Determination

On the basis of the information obtained in the investigations, we
determine that an industry in the United States is being injured or is
likely to be injured by reason of the importation of rayon staple fiber
from France and Finland, which Treasury has determined is being, or is
likely to be, sold at LTFV.

The imported article and the domestic industry

Rayon staple fiber is a manmade textile fiber which resembles raw
or unprocessed cotton. It is spun into yarn and then either woven or
otherwise processed into a variety of end products. In this determination,
we consider the relevant domestic industry to consist of the facilities
in the United States devoted to the production of rayon staple fiber;

three U.S. firms currently produce it.

1/ Prevention of the establishment of an industry is not an issue in these
investigations and will not be discussed further. A-3



LTFV sales

The present investigations of LTFV sales of rayon staple fiber are
two of six such investigations instituted by the Department of Treasury
in the last two years. On January 23, 1978, Treasury discontinued an
investigation of LTFV imports from Austria on the basis of the provision
of assurances of no future LTFV sales and "the presence of special
circumstances." 1/ On September 7, 1978, the Commission determined that
an industry in the United States is being or is likely to be injured by
reason of the importation of rayon staple fiber from Belgium which
Treasury had determined is being or is 1ikel§ tc be sold at LTFV. On
November 16, 1978, Treasury announced a tentative determination that the
same product from Sweden and Italy is being sold at LTFV and ordered the
withholding of appraisement.

On November 13, 1978, the Commission received advice that rayon
staple fiber from France and Finland is being, or is likely to be, sold
at LTFV. Price comparisons were made by Treasury with respect to
imports from both countries for the period November 1, 1977, through
April 30, 1978. The comparisons revealed that 100 percent of the rayon
staple fiber exported to the United States from France and Finland
during this period was sold at LTFV with margins (revised by Treasury on
January 4, 1979) of 24 percent and 8.7 percent, respectively.

Injury by reason of LTFV sales

From the early 1960's through 1968, apparent domestic consumption
of rayon staple fiber increased strongly. In the late 1960's, other
manmade fibers began to displace rayon staple in a number of applications.

Apparent domestic consumption declined from 890 million pounds in 1968
g A-4
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to 711 million pounds in 1973 and then to 391 million pounds in 1975.
It then increased to 475 million pounds in 1976 and remained at about
the same level in 1977. With the decline in apparent consumption,
domestic producers reduced capacity by about 20 percent during 1973-77.
In spite of this reduction of capacity, capacity utilization in 1976,
1977, and January-October 197é was below the level reached in 1973.
Although domestic producers' shipments increased after the low
reached in 1975, the profit-and-loss experience of the domestic industry
on rayon staple fiber operations has not been favorable. The ratio of
net operating profit to net sales was less than 3 percent in 1976, and
net operating losses occurred in both 1977 and Jénuary—September 1978.
Information obtained in the investigations indicates that LTFV
imports from France and Finland were a cause of injury to the domestic
industry. U.S. producers claimed lost sales involving seven textile
mills. The Commission verified that four of these mills had purchased
significant quantities of French and Finnish rayon staple fiber during
1977 and 1978 and that price had been an important factor influencing
these purchases. One mill indicated that it began purchasing the French
fiber as a replacement for Belgian fiber when that product was withdrawn
from the U.S. market after Treasury began withholding appraisement on
imports from Belgium on January 23, 1978. The only foreign produced
fiber purchased by the remaining three companies was material entered
from countries found to have been selling at LTFV. It is apparent that
the significant dumping margins applicable to the LTFV imports were an
important factor in enabling the foreign producers to make these sales.
Pricing policies of the French and Finnish producers not only led

to lost sales in the domestic industry but also contributed to the A-5



suppression of U.S. producers' prices. In March 1977, the largest U.S.
producer of rayon staple fiber announced that it would be increasing its
list price from $0.58 per pound to $0.61 per pound effective May 1977. A
second U.S, producer announced a similar increase in list price. By mid-
1977, the average domestic transaction price of a representative type of
rayon staple fiber registered about $0.574, reflecting a $0.02 per pound
increase éince October-December 1976. In 1977, imports of rayon staple
fiber from Belgium, France, and Finland, countries Treasury found to be
selling rayon staple at LTFV, increased to 12.4 million pounds, or more
than 10 times the quantity imported from those countries in 1976. The
cumulative impact of this surge in LTFV imports,.which were sold at
prices approximately 3 cents per pound less than the average net selling
price of U.S. producers, influenced U.S. producers' prices. By October-
December 1977 the U.S. producers' list prices were reduced to $0.58 per
pound. The average domestic transaction price fell from $0.574 per
pound in April-June 1977 to $0.557 per pound in April-June 1978.

The issue of likelihood of injury to the domestic industry primarily
involves the ability and willingness of Rhone Poulenc, the French producer,
and Sateri, the Finnish producer, to export rayon staple fiber to the
United States at LTFV. With the European market experiencing a prolonged
slump in demand, both these companies may be induced to increase their
exports to the United States in order to méintain their relatively high
rates of capacity utilization. The large LTFV margins (24 percent for
Rhone Poulenc and 8.7 percent for Sateri) applicable to exports to the
United States from these companies suggest that both are willing to make

LTFV sales when it is necessary to do so in order to sell their staple.

A-6



7
DETERMINATION OF COMMISSIONER STERN

Having.considered all of the information before me in these in-
vestigations, I determine, pursuant to Section 201 of the Antidumping
Act of 1921, as ahended, that (1) with respect to Investigation No.
AA1921-190, an industry in the United States is being, or is likely to
be, injured by reason of the importation into the United States from France
of commodity rayon staple fiber at less than fair value, and (2) with
respect to Investigation No. AA1921-191, an industry in the United States
is not being, and is not 1ikely to be, injured by reason of the importa-
tion into the United States from Finland of commodity rayon staple fiber
at less than fair value.

The Domestic Industry

Rayon staple fiber is a manmade cellulosic textile fiber resembling
raw or unprocessed cotton. After being spun into yarn, rayon staple
fiber is used in either textile fabrication or disposable nonwoven products.
The common variety of rayon staple fiber, known as "commodity" staple,
accounts for approximately three-fourths of domestic consumption of rayon
fiber. Several varieties of "specialty" rayon staple fiber have also been
developed to meet particular end-use needs, which cannot be satisfied by
commodity staple.

Rayon staple fiber is produced by three companies in the United
States -- Avtex Fibers (Avtex), Courtaulds North America (Courtaulds),
and American Enka (Enka). Two of the three domestic producers manufacture
both commodity and specialty staple. Separate data were not obtained in

these investigations concerning capacity utilization, employment, inventories,

A-7



and profit and loss on commodity and specialty type rayon fiber; there-
fore, in order to evaluate fairly the economic health of the domestic
industry, the domestic rayon staple fiber industry must be defined to in-
clude facilities producing both types of staple.

However, in view of the fact that all of the imports in question
are commodity rayon staple fiber, my determination regarding the causation
of injury is limited to the less than fair value imports of commodity rayon
staple fiber. Since there were no less than fair value imports of specialty
rayvon staple fiber, I believe the Commission's determination should conform
to the record and, therefore, not apply to specialty rayon fiber.
Imports

Imports of commodity staple from France, which were negligible from
1973 through 1976, increased to 3.8 million pounds in 1977 and to 5 million
pounds for the first ten months of 1978. Treasury Department price compari-
sons made on all imports from France for the period November 1, 1977 through
April 30, 1978, revealed that 100 percent of the commodity rayon staple
fiber exported to the United States from France was sold at a less than fair
value margin averaging 24 percent.

Imports of commodity staple from Finland, which were also negligible
from 1973 through 1976, increased to 2.1 million pounds in 1977 and 3.3 mil-
Tion pounds during the first ten months of 1978. The price comparisons
made on all imports from Finland by the Treasury Department for the period
November 1, 1977 through April 30, 1978, revealed that 100 percent of the

rayon staple exported to the United States from Finland was sold at a less

A-8



than fair value margin avéraging 8.7 percent. This margin is signifi-
; 1/
cantly lower than the French margin.

Injury
Section 201 of the Antidumping Act, as amended, does not set forth

standards for determining wpether an industry is being or is likely to be

injured by reason of less than fair value imports. As a result, the

Commission can and does exercise considerable discretion in making its

determinations based upon the particular facts in each case. However, as

I stated in an earlier opinion on steel wire nails (Investigation No. AA

1921-189), Section 201 of the Act requires the Commission to find that

two conditions have been satisfied before an affirmative determination can

be made. First, the Commission must determine that an industry is being

or is likely to be injured. This determination is based upon an analysis

of certain economic indicators -- consumption, production, capacity changes

and utilization, shipments, inventory levels, employment and profits. Second,

1/ The Treasury Department made a Tast-minute revision of the final less
than fair value margins in both cases, which complicated the tasks of all
interested parties in the Commission's investigation. Treasury's action
bears mentioning because it is not an isolated action. Without the benefit
of Treasury's calculations on a timely basis, the Commission will always be
hampered in carrying out fairly and efficiently its mandate under the Act.
In view of the cooperative framework established by the Antidumping Act and
the limited statutory time frame in which the Commission must make its de-
termination, I believe that the Treasury Department must adjust its opera-
tions under that Act so as to be able to provide accurate information to the
Commission and all interested parties on a timely basis.

A-9
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the Commission must determine that the injury is "by reason of" the.

less than fair value imports. This second determination is based upon

an analysis of such factors as market penetration by less than fair value
imports, documented Tost sales of domestic manufacturers to less than
fair value imports, and a price depression or suppression of the impacted
products. As for likelihood of injury, foreign capacity to produce for
export is also considered. If the Commission finds that either condition
has not been met, its determination must be negative, and it need not
consider factors relevant to determining the'other‘condition.

In the present investigations, I have found, based upon my consid-
eration of the relevant indicators described above, that the rayon staple
fiber industry in the United States is being injured. On September 7, 1978,
the Commission determined that the domestic rayon staple fiber industry was
being or was likely to be injured by reason of the importation of rayon
staple fiber from Belgium at less than fair value (Investigation No. AA
1921-186). At that time, the Commission based its determination on infor-
mation which included economic data available through March 1978. The
Commission's majority opinion pointed out that the U.S. rayon staple fiber
industry had been essentially stagnant over the past several years. Up-
dated Commission data developed in the French and Finnish 1nVestigations
suggests that while some of the relevant ecopomic ihdicators have shown
limited improvement, other indicators revea]icontinued stagnation or, in
some instances, serious deterioratibn.

U.S. apparent consumption of rayon staple fiber was 474.7 million

pounds in 1976, increasing only slightly in 1977 to 478 million pounds.

A-10



11

During the first ten moﬁths~df 1978, U.S. apparent consumption was only
406.8 million pounds, as compared to 413 million pounds for the same
period in 1977.

Capacity utilization was 71 percent in 1976, increasing to 78
percent in 1977. During the first ten months of 1978, there was only a
negligible increase to 79 percént. In this regard, it is important to
note that in testimony to the Commission, it was pointed out by an in-
dustry spokesman that the rayon staple industry is not "very healthy un-
less we are close to 90 percent capacity utilization."

Domestic production increased from 459 million pounds in 1976
to 507 million pounds in 1977. However, for the first ten months of 1978
domestic production was 427 million pounds, as compared to 437 million
pounds for the same period in 1977.

Total shipments by U.S. producers increased from 468 million pounds
in 1976 to 483.3 million pounds in 1977. During the first ten months of
1978, total shipments amounted to 443.3 million pounds as compared to
414.9 million pounds for the corresponding period in 1977. However, domes-
tic shipments of rayon staple ffber declined from 433 million pounds in
1976 to 424 million pounds in 1977, and for the first ten months of 1978,
U.S. domestic shipments were only 3 percent higher than in the corresponding
period in 1977. The growth in total shipments is directly attributable
to a substantial increase in exports. Avtex testified, however, that domes-
tic producers have been forced to sell abroad at prices which do not cover

fully their total costs.

A-11
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Domestic inventories amounted to 24.2 million pounds at the end
of 1976, increasing by 95 percent to 47.3 million pounds by the end of
1977. However, at the end of the first ten months of 1978, inventories
decreased to 31.4 million pounds.

Most significantly, profitability of the domestic industry has
seriously deteriorated. In 1976, the domestic industry earned $7.6 million,
only to suffer a $1.7 million loss in 1977. 1In 1978, the financial dif-
ficulties of the domestic industry intensified. During the first three
quarters of 1978, the domestic industry lost $7.2 million.

Respondents argued that economic data for the fourth quarter of
1978 indicates substantial improvements with respect to all the economic
indicators. Unfortunately, complete data for the fourth quarter of 1978
is not yet available to the Commission. I do not question that some in-
dicators, particularly when data projections for the fourth quarter of
1978 are considered, suggest that the economic health of the domestic rayon
staple fiber industry may be improving. However, incomplete indicators
of one good quarter following eleven poor quarters is not a sufficient basis
upon which to find that an injured industry has recovered and, therefore,
is not being or likely to be injured in the future.

There were several factors which influenced my consideration of this last
quarter's data. The Antidumping Act is not designed to punish past wrongs.l/

Rather, it is designed to stop present unfair pricing practices and to prevent

l{ The Antidumping Act is retroactive in the limited sense that there is a
w1thho]ding of appraisement based on the Treasury Department's tentative de-
termination of less than fair value.
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them from reoccurring in'the4future. In short, the Act is designed to
e]iminéte any competitive advantage a foreign firm might realize by
selling at less than fair value. A determination is, by necessity,
largely based on indicators reflecting past events. However, a determina-
tion should take into consideration, to the extent possible, present
events in the market p1ace. :

The domestic rayon staple fiber industry is currently strugqling
to recover its economic health after being buffeted for several years
by Tess than fair value imports from a number of countries. From
present indications, its chances of success are hopeful. However, the
current condition of the domestic industry is still one of injury. If
the domestic rayon staple fiber industry has been injured by reason of
less than fair value imports of commodity staple, those imports could
have a significant impact on the outcome of the domestic industry's struggle
to recover its economic health. Under these circumstances, an affirmative
finding is required by the Antidumping Act.

Injury or Likelihood of Injury
by Reason of LTFV Sales

France

I believe the record supports a finding that the domestic rayon
staple fiber industry is being injured by reason of the importation of
commodity rayon staple fiber from France which is being sold at Tess than
fair market value.

First, although the ratio of French imports to domestic apparent con-
sumption is not unusually high -- 0.8 percent in 1977 and 1.2 percent during
January-October 1978, the Commission's staff developed detailed and con-

vincing documentation of lost sales and price suppression resulting directly
A-13
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from imports of French commodity staple sold at less than fair value. In

one incident a U.S. company continued to sustain a loss of business when

its customer switched to French commodity rayon staple fiber as a replacement
for Belgian fiber when that product was withdrawn from the U.S. market

after Treasury begaﬁ withholding appraisement on imports from Belgium on
January 23, 1978. In another incident, where a U.S. company purchased

French commodity staple fiber at less than fair value prices, persuasive
documentation existed that a domestic producer felt compelled to reduce

its selling price in order to retain this customer.

Second, the Treasury Department found on'the basis of 100 percent
of the commodity rayon staple fiber exported to the United States by
France that the less than fair value margin was an average of 24 percent.
U.S. producers, seeking to maintain their competitive position in face
of this large margin, have been forced to suppress their prices.

Finland

The circumstances and impact of the French imports contrasts sharply
with the case of Finnish imports. The record in the Finnish case does
not support a positive finding of injury by reason of imports at less than
fair market value.

The Commission has been able to investigate two of the three
instances of Finnish less than fair value sales made to U.S. companies.

[

In one instance, the U.S. company claimed that it purchased Finnish
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staple because it could not obtain all it required of off-standard
commodity rayon staple from"dbmestic sources. In contrast with this
Finnish sale, the more flexible requirements of the purchasers of the
French goods permitted a larger scope for substitution. In other words,
the French imports -- but not the Finnish -- of commodity staple were
essentially fungible with reSpgct to the commodity staple available from
domestic producers. In the second documented case of a Finnish sale,

the U.S. company stated that it desired a secondary source of supply.

In addition, no evidence was submitted to the Commission which in-
dicated price suppression due to less than fair value imports from Finland.
On the contrary, evidence was submitted to the Commission which indicated
that the price of the Finnish staple was essentially the same as the
standard price for comparable domestically-produced commodity staple of
the same grade.

The Treasury Department figured on the basis of 100 percent of the
commodity rayon staple fiber exported to the United States by Finland that
the less than fair value margin was only an average of 8.7 percent. The
smaller the margin, the less significant it is in terms of price competitive-
ness. The Finnish margin is less than one-third of that found in the
French case.

In view of the fact that the Finnish producer has been operating
at close to 100 percent of capacity in 1977 and 1978, and has raised its
U.S. price for rayon staple twice within the last five months, I believe
the record does not indicate that there is a Tikelihood of injury to the

domestic industry.



16

Conclusion

In order to discourage and prevent such unfairly-priced imports,
the Antidumping Act provides for a finely-tuned sanction in the form of
dumping duties which are placed only on the unfairly-priced goods and only
at a Tevel that puts the price of the goods of the unfair foreign competitor
on par with U.S. producers. In the case of French imports of commodity
rayon staple fiber, the effect of these imparts at less than fair value
has been to injure the domestic rayon staple fiber industry and to hinder
that industry's efforts to recover its economic health. In the case of
Finnish import5~ofvcommodity rayon staple fiber at less than fair value,
the effect of those imports has not been to injure the domestic rayon
staple fiber industry. - Accordingly, there is no need to impose the sanctions
of the Antidumping Act to Finnish imports of commodity staple.

A comparison of these cases illustrates clearly that the Antidumping
Act is remedial, not penal. It is not designed to prevent less than fair
value sales per se, but rather to discourage and prevent foreign producers
from utilizing unfair price discrimination practices to the detriment of

a United States industry.
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VIEWS OF COMMISSIONER BILL ALBERGER
Rayon Staple Fiber from France and Finland

In order for’a Commissioner to make an affirmative determination in an
investigation under the Antidumping Act, 1921, as amended (19 U.S.C. 160(a)),
it is necessary to find that an industry in the United States is being or is
likely to be injured, or is prevented from being established, 1/ and the
injury or 1ikélihood thereof must be by reason of imports at less than fair

value (LTFV).

Determination

On the basis of information obtained in this investigation, I determine
that an industry in the United States is not being injured and is not likely
to be injured by reason of the importation of rayon staple fiber from France
and Finland, which the Department of the Treasury (Treasury) has determined

is being sold at LTFV.

The Imported Article and the Domestic Industry

Rayon staple fiber is a manmade textile fiber, which resembles raw or
unprocessed cotton. It is spun into yarn and then either woven or otherwise
processed into a variety of end products. In this determination, I consider
the relevant domestic industry to consist of the facilities in the United
States devoted to the production of rayon staple fiber. Three U.S. firms

currently produce rayon staple fiber.

1/ Prevention of the establishment of an industry is not an issue and
will not be discussed further.
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LTFV Sales

U.S. imports of rayon staple from France and Finland which were negli-
gible from 1973 through 1976 increased to 3.8 million pounds and 2.1
million pounds, respectively, in 1977. January-October 1978 import levels
rose to 5 million pounds for France and 3.3 million pounds for Finland.
This represented a 1.2 percent import to apparent consumption ratio for
French imports and a 0.8 percent rafio for Finnish imports.

Treasury made price comparisons on French and Finnish rayon staple
exports to the United States for the period November 1, 1977 through
April 30, 1978. These comparisons revealed that 100 percent of the French
and Finnish exports to the U.S. was sold at LTFV, the weighted average margins

being 24 and 8.7 percent, respectively.

The Question of Injury or Likelihood by Reason of LTFV Sales

U.S. imports —-- From 1973 through 1977, total imports of rayon staple

fiber have increased from 44.2 million pounds to 54.1 million pounds and
based on January-October 1978 data, appear to be dropping back well below
1977 levels. Imports from France in 1977 were 3.8 million pounds and 5.0
million pounds for January-October l97§. These figures represent 0.8 percent
and 1.2 percent of apparent consumption, respectively. Finnish imports for
1977 were 2.1 million pounds and 3.3 million pounds for January-October 1978,
accounting for 0.4 percent and 0.8 percent of apparent consumption, respec-

tively.

Production and shipments —- U.S. production declined from a high level

of 660 million pounds in 1973 to a low of 350 million pounds in 1975, then
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recovered to 507>million poundsiin 1977, and based on January-October 1978
data appéar to be maintaining the 1977 level. Shipments by U.S. producers
followed a similar pattern from 1973 through 1977, and are up by 28.4
million pounds during January-October 1978 when compared with the same
period in 1977.

Curiously, while imports of;rayon staple fiber were almost exclusively
of commodity staple (as opposed to specialty staple), the decline in U.S.
producers' shipments is greater for specialty staple than for commodity
staple. This suggests that declining demand is a rather important ingredient
in the declines apparent in 1975 in all factors.

Capacity utilization -- Domestic facilities producing rayon staple fiber

operated at 84 percent of capacity in 1973 and 78 percent in 1974, before
dropping to 49 percent during the 1975 recession. Capacity has dropped about
17 percent since 1974, and the utilization rate in 1977 and January-October
1978 has recovered to the 1974 level.

Exports -- Substantial quantities of rayon staple fiber have been
exported in recent years. U.S. exports increased from only 16.9 million
pounds in 1973 to 33.8 million pounds in 1974, and then jumped to 59.4 million
pounds in 1977. Exports for January-October 1978 are nearly 19 million
pounds more than the comparable period of 1977 and are nearly nine times
the size of the combined exports from France and Finland to the U.S.

Inventories —- The peak level of inventories during the period January
1973-0ctober 1978 was reached at the end of 1974 -- 67.3 million pounds.
Inventories had dropped to 24.2 million by the end of 1976, but were up again
to 47.3 million pounds on December 31, 1977, before dropping to 31.4 million

pounds by the end of October 1978.
A-19
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Consumption -- Apparent consumption of rayon staple peaked in 1968 at
890 million pounds, dropped to 711 million pounds in 1973 and then dropped
to 391 million pounds in 1975. A great deal of this decline is attributable
to competition from polyester and other man-made fibers. In 1976 and 1977,
apparent consumption recovered to 475 and 478 million pounds, respectively.

January-October 1978 figures are slightly below those for the same 10 months

of 1977.
Employment -- The average number of production and related workers pro-

ducing rayon staple fiber declined from 3,700 in 1973-74 to 2,300 in 1975.
By 1977, the number had climbed to 2,700 with a further increase to 3,000
workers in January-October 1978. Hours worked increased from 5.7 million
hours in 1977 to 6.3 million, on an annualized basis, for 1978.

Profits -- Since 1974, when the aggregate net operating profit to net
sales ratio was 13.4 percent, losses have been more the rule than profits.
Losses for the industry as a whole occurred in both 1975 and 1977, and 1978
figures through September show a net operating loss to net sales ratio of
2.9 percent.

Prices —- Price competition exists in three different ways in this inves-
tigation. Intense competition appears to exist between the three domestic
producers, who accounted for between 94 percent and 89 percent of apparent
consumption between 1973 and 1977. Obviously, competition also exists between
importers and U.S. producers. A third area of p;ice competition involves the
interaction of rayon staple, polyesters and other man-made fibers in the market-
place. While prices may appear low and suppressed since late. 1974, the competi-
tion between substitute fibers appears to be an important factor.

Prices of both French and Finnish rayon staple have been at levels below

the average domestic selling price in both 1977 and 1978. A-20
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U.S. producers who had 1owered their prices from the second quarter of
1977 through the second quaiter of 1978 raised them during October-November
1978, when they reported an average price for a representative item of rayon

staple fiber slightly below the average price for the same item of imported

rayon staple.

In competition with otheg man-made fibers, including polyester staple
and cotton staple, rayon staple fiber has lost about half its market share
in the past six years. The loss has been to polyester staple which has
incurred much lower price increases over the six-year period than has rayon.
For the past three years, the prices of rayon and polyester have paralleled
one another, and relative market share of the two have been constant.

In my judgment, competition with other fibers, ﬁarticularly polyester,
is a greater restraint on domestic prices of rayon staple than import prices,
and the competition among domestic producers is primarily responsible for
the price rollback in 1977. The refusal of one producer to join the increase

was a more important restraining force on prices than the prices of imported

products from France or Finland.

Lost sales —-- The Commission investigated four instances of sales allegedly
lost to LTFV imports from France and Finland. One of these was a simple
case of a customer substituting French imports for Belgian imports. Another,
who made significant purchases of the French product in 1977 and 1978,
maintained a stable level of purchases of the U.S. product for the same
period and, therefore, it is difficult to find that the foreign purchases were
"lost sales". With regard to sales allegedly lost to Finnish staple, customers

cited interest in obtaining a secondary source of supply and the inability of
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domestic producers to provide a sufficient quantity of the off-standard
rayon staple it needed as reasons for buying imports.

Summary -- 1975, two years prior to the entry of French and Finnish
imports into the U.S, market, was an extremely difficult year for the
domestic rayon staple industry. Virtually every factor I have discussed
experienced a sharp decline. Since then, however, the domestic industry
has showﬁ signs of recovery. Production, shipments, capacity utilization,
and employment are at or approaching 1974 levels. Exports,
already at record levels in 1977, will apparently increase even further
in 1978. Profits made a slight recovery in 1976, but have faded considerably
in 1977 and into 1978. Prices which have been up and down have been moving
upward from June through November 1978. Consumption, while up from 1975,
still is well off from 1974 levels.

In short, other than the profit picture, the domestic industry is doing
better than might be expected, particularly in view of the more limited
increase in consumption of rayon staple in recent years.

With respect to likelihood of injury, the only factor suggesting any
future injury is profits. Production, shipments, capacity utilization,
employﬁent and consumption are all up or steady and inventories are down.

As far as the capacity of French and Finnish producers is coﬁcerned, informa-
tion received during the Commission's public hearing indicates both are
operating at hiigh rates of capacity utilization and have little excess
capacity which could be used to produce additional rayon staple for the

U.S. market. In addition, the recent Occupational Safety and Health Admini-

stration (OSHA) regulations regarding cotton dust will apparently cause a
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shift to rayon staple as a substitute for cotton. This increase in demand
should result in further improvement in the performance of the domestic

rayon staple industry.

Therefore, based on the factors I have discussed, I conclude that the
domestic rayon staple industry is not being injured and is not likely to be

injured by LTFV imports from Frﬁnce and Finland.
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SUMMARY

The U.S. International Trade Commission instituted investigations Nos.
AA1921-190 and AA1921-191 on November 28, 1978, following notification from
the Department of the Treasury on November 13, 1978, that rayon staple fiber
from France and from Finland is being, or is likely to be, sold in the United
States at less than fair value (LTFV) within the meaning of the Antidumping
Act, 1921, as amended. The petition which led to Treasury's determination of
sales at LTFV was filed by counsel representing Avtex Fibers, Inc., the
largest U.S. producer of rayon staple fiber. A public hearing in connection
with the Commission's investigation was held on January 4 and 5, 1978, in
Washington, D.C. '

Rayon staple is a manmade textile fiber resembling raw or unprocessed
cotton. It is spun into yarn and then either woven or otherwise processed
into a variety of end products. There are three companies currently producing
rayon staple fiber in the United States.

U.S. domestic shipments of rayon staple declined sharply, from 666 million
pounds in 1973 to 424 million pounds in 1977, or by 36 percent. Shipments in
January-October 1978 were 3 percent higher than shipments in the corresponding
period of 1977. U.S. exports of rayon staple fiber increased from 16.9 mil-
lion pounds in 1973 to 34.8 million pounds in 1976, and to 59.4 million pounds
in 1977. Exports continued to rise in January-October 1978, reaching 72.2
million pounds, or by 22 percent compared with the total for all of 1977. The
domestic industry's rate of capacity utilization fell from a peak of 84 per-
cent in 1973 to a low of 49 percent in 1975, and then rose to 71 percent in
1976 and 78 percent in 1977. The average number of production and related
workers producing rayon staple fiber was about 3,700 in 1973 and 1974, dropped
precipitously in 1975, and then began a modest recovery in 1976. As of
January-October 1978 the average number of production workers in this industry
was about 3,000.

Net operating profit of the U.S. producers of rayon staple fiber increased
from $18 million in 1973 to $39 million in 1974, but a net operating loss
occurred during the recession year 1975. The industry registered small prof-
its in 1976, but again fell into a loss position in 1977 and January-September
1978. U.S. producers of rayon staple fiber increased inventories during 1974,
reduced them in 1975 and 1976, and increased them again in 1977. 1Inventory
leveis declined during January-October 1978,

The ratio of U.S. imports from France to apparent U.S. consumption of-
rayon staple fiber was very small for the period 1973-76. This ratio
increased to 0.8 percent in 1977 and to 1.2 percent during January-October
1978. In a similar pattern, the ratio of U.S. imports from Finland to
apparent consumption was negligible during 1973-76. The ratio increased to
0.4 percent in 1977 and to 0.8 percent during January-October 1978. 1In
January-October 1978, France and Finland together accounted for 2 percent of
apparent consumption and about 25 percent of all U.S. imports. Total market
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~ share held by U.S. imports dropped sharply from 12.4 percent during January-
October 1977 tc 8.8 percent in the corresponding period of 1978. Reduced
quantities of Austrian and Belgian staple account for this drop in market
share.

The Department of the Treasury found LTFV margins on 100 percent of the
French and Finnish sales to the United States during the period of its
investigation, November 1, 1977-April 30, 1978. The weighted average LTFV
margins on sales from France and Finland were 24 and 8.7 percent, respectively.

The average domestic price of a representative item of commodity grade
rayon staple fiber fell from $0.574 per pound in April-June 1977 to $0.557 per
pound in April-June 1978. During this period the price of French fiber ranged
from *** to *** cents per pound, and the price of the Finnish fiber ranged
from *** to *** cents per pound.
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On November 13, 1978, the United States International Trade Commission
received advice from the Department of the Treasury that rayon staple fiber
from France and from Finland is being, or is likely to be, sold in the United
States at less than fair value (LTFV) within the meaning of the Antidumping
Act, 1921, as amended. 1/ Accordingly, on November 28, 1978, the Commission
instituted investigations Nos. AA1921-190 and AA1921-191 under section 201(a)
of said act to determine whether an industry in the United States is being or
is likely to be injured, or is prevented from being established, by reason of
the importation of such merchandise into the United States. The Commission
issued its notice of investigation and hearing on November 29, 1978, and posted
copies of this notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and at the Commission's New York office 2/.

In addition, this notice was published in the Federal Register of December 4,
1978 (43 F.R. 56735). The Commission held a public hearing in connection with
the investigations on January 4 and 5, 1978, in Washington, D.C.

The complaints which led to Treasury's determination of sales at LTFV
were filed by counsel representing Avtex Fibers, Inc., the largest U.S.
producer of rayon staple fiber. Treasury's notice of investigation was
published in the Federal Register of May 5, 1978 (43 F.R. 19489). A notice of
withholding of appraisement and determination of sales at LTFV was published
in the Federal Register of November 16, 1978 (43 F.R. 53530).

Background

Past Commission investigations concerning rayon staple fiber

Between October 1959 and August 1961 the Commission conducted five anti-
dumping investigations on rayon staple fiber, Nos. AAl1921-11 (France), -17
(France), -18 (Belgium), -20 (Cuba), and -21 (West Germany). In each case the
Commission determined unanimously that an industry in the United States was
not being and was not likely to be injured by reason of the importation of
rayon staple fiber sold at LTFV.

The Commission also conducted an escape-clause investigation on rayon
staple fiber (No. 7-95 under sec. 7 of the Trade Agreements Extension Act of
1951, as amended) in 1961. In that investigation the Commission determined
(Commissioners Overton and Sutton dissenting) that rayon staple fiber was not
being imported in such increased quantities as to cause or threaten serious
injury to the domestic industry producing like or directly competitive
products.

1/ A copy of Treasury's letter to the Commission is presented in app. A.
2/ A copy of the Commission's notice of investigation is presented in app. B.
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On May 2, 1978, the U.S. International Trade Commission received advice
from the Department of the Treasury that rayon staple fiber from Belgium was
being, or was likely to be, sold in the United States at less than fair value
within the meaning of the Antidumping Act, 1921, as amended. Accordingly, on
May 15, 1978, the Commission instituted investigation No. AA1921-181 under
section 201(a) of the act to determine whether an industry in the United
States was being or was likely to be injured or was prevented from being

established, by reason of the importation of such merchandise into the United
States,

On July 21, 1978, the Commission was advised by Treasury that it had
reconsidered the basis for its fair-value comparisons of rayon staple fiber
from Belgium. As a result of its reconsideration, Treasury modified its
determination of May 2, 1978, such that the weighted average LIFV margin
increased from 6.7 to 57.6 percent. Having received new and substantially
different advice from Treasury, the Commission took the following actions:

l. Terminated investigation No. AA1921-181 without any
determination because of the intervening advice of
the Treasury;

2. Instituted investigation No. AA1921-186 to determine
whether an industry in the United States is being or
is likely to be injured, or is prevented from being
established, by reason of the importation of rayon
staple fiber from Belgium into the United States; and

3. Determined that there did not appear to be good and
sufficient reasons for holding a public hearing in
investigation No. AA1921-186 because the written
statements and transcript of the hearing from the
prior investigation remained relevant to the Commis-
sion's determination in the new investigation. Never-
theless, the Commission allowed any interested person
to submit'a request for a public hearing in investiga-
tion No. AA1921-186. No such requests were received,
and a new public hearing was not held.

On the basis of its investigation the Commission determined (Vice
Chairman Alberger and Commissioner Ablondi dissenting and Commissioner Minchew
not participating) that an industry in the United States was being or was
likely to be injured, by reason of the importation of rayon staple fiber from
Belgium, which was being, or was likely to be, sold at LTFV within the meaning
of the Antidumping Act, 1921, as amended.

Description and uses

Rayon staple is a manmade cellulosic textile fiber resembling raw or
unprocessed cotton. It is spun into yarn and then either woven or otherwise
processed into a variety of end products. Rayon staple fiber, the first
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manmade fiber produced in commercial quantities, has lost appreciable market
share to noncellulosic manmade fibers during the last 10 years, principally
polyester. For the purpose of this report, the term "rayon staple fiber"
means viscose rayon staple fiber, except solution-dyed, in noncontinuous form,
not carded, not combed, and not otherwise processed, wholly of filaments
(except laminated filaments and plexiform filaments).

Market participants generally recognize two rayon staple product lines.
The highest volume rayon staple sold in the United States is often called
commodity, conventional, or regular rayon staple. All other products are
grouped under the heading of specialty rayon staple. Some specialty fibers
include thigh fluid-holding and sterilizable types, and high-wet-modulus
types. The difference between commodity and specialty rayon staple involves
the extent to which the cellulosic polymer is reconstituted during the
production process. Distinctions at the molecular level impart different
physical properties to the respective fibers.

The manufacture of rayon staple, whether commodity or specialty type,
involves four principal steps. First, wood pulp is dissolved through a
variety of physical and chemical processes into a viscose solution. Second.
after appropriate filtering and aging, the solution is extruded through fine
holes in spinnerets. Third, the extruded solution coagulates in an acid-
spinning bath into the form of very fine filaments. Fourth, a collection of
many parallel, nontwisted, continuous filaments 1is cut to short lengths
usually ranging from 1 to 3 inches.

U.S. producers generally manufacture commodity and specialty rayon staple
in the same establishments but on different production lines. These lines
differ principally with respect to grade of wood pulp, viscose quality control,
and rate of spinning. The cost of converting a commodity line to a specialty
line is considerable, ranging from *** to #***, However, such costs are modest
compared with the $200 million cost of entering the domestic industry with a
new, efficient-size rayon plant. U.S. producers have already converted a
sizable portion of their capacity from commodity to specialty lines.

In the United States, rayon staple fiber is spun into yarn which, in
turn, 1is used in producing mainly broadwoven goods or other fabrics. Final
markets for these fabrics include wearing apparel, home furnishings, and
industrial fabrics. In addition, rayon staple fiber has gained acceptance in
the production of nonwoven fabrics, which are used extensively in disposable
diapers, women's hygienic articles, and medical and surgical products.

U.S. producers

Three U.S. firms, Avtex Fibers, Courtaulds North America, and American
Enka, currently produce rayon staple fiber; Beaunit Corp. was the last U.S.
firm to discontinue production of such merchandise, closing its staple plant
in 1971. Beaunit Corp. still produces some rayon products, other than staple,
in its Elizabethton, Tenn., plant.
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Avtex Fibers.--Avtex Fibers (Avtex), the complainant, is the largest
rayon staple producer in the United States, The history of Avtex dates back
to 1910, when the Viscose Co. (owned by Courtaulds Ltd., United Kingdom)
started production of rayon yarn at Marcus Hook, Pa. In 1937 the Viscose Co.
changed its name to American Viscose Corp., but continued under the ownership
of Courtaulds Ltd., until 1941, when the British Government pledged the assets
of the company to U.S. bankers for munitions financing. These assets were
subsequently sold to the U.S. public, and American Viscose operated as an
independent company until 1963, when it was acquired by FMC Corp. In July
1976, Avtex, a privately held company, was formed; it purchased all assets of
FMC's Fiber Division, excluding the Fredericksburg, Va., plant, which is
essentially a cellophane facility. Avtex's capital structure consists almost
entirely of borrowed funds, making this firm highly vulnerable to financial
shocks.

Avtex produces rayon yarn, cellulose acetate, polyester, nylon fibers,
and textured continuous filament polyester yarns, in addition to commodity and
specialty rayon staple fiber. Avtex manufactures rayon staple in its plants
located in Nitro, W. Va., and Front Royal, Va. The Nitro plant produces
commodity rayon staple fiber exclusively, and the Front Royal plant produces
commodity and specialty rayon staple and rayon yarn.

Courtaulds North America.--Courtaulds North America's (Courtaulds) parent
company, Courtaulds Ltd., United Kingdom, successfully introduced, while known
in 1910 as the Viscose Co., the first commercial production of viscose rayon
in the United States. In 1941, lend-lease agreements forced Courtaulds Ltd.
to give up ownership of the company (see preceding discussion of Avtex Fibers
for additional information). In 1952 Courtaulds reentered the U.S. rayon
staple market and resumed production of staple in its then new plant in
LeMoyne, Ala. Courtaulds has emphasized rayon/cotton blends and owns a
leading cotton producer in Mississippi, the Delta Pine & Land Co. Courtaulds'
parent company is probably the largest rayon producer in the world, with
operations in 25 countries through 400 associated companies.

American Enka.--American Enka (Enka) is a division of Akzona, Inc., which
was formed in 1970 by the merger of three North American companies in which
AKZO Chemie Verkoopkantoor N.V. (AKZO), located in the Netherlands, had con-
trolling interest, AKZO produces rayon, polyester, and nylon fibers world-
wide. Prior to this merger, Enka had operated independently as the American
Enka Corp. 1In 1957 Enka introduced rayon staple capacity to its plant at
Lowland, Tenn.; Enka began production of rayon continuous filament yarn at
Enka, N.C., in 1929 and at Lowland, Tenn., in 1948. On July 15, 1974, Enka
announced that it would cease production of ‘rayon filament yarns at the
Lowland plant and convert part of its yarn capacity to staple. Enka closed
its 46-year-old Enka, N.C., plant in 1975, citing reasons such as depressed
rayon filament yarn prices, increased costs, and pollution control programs.
Enka produces polyester and nylon fibers, in addition to commodity and
specialty rayon staple.
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U.S. tariff treatment

Imported rayon staple fiber, whether commodity or specialty type, is
classified for tariff purposes under item 309.43 of the Tariff Schedules of
the United States (TSUS). The most-favored-nation rate of duty currently
applicable to this article was reduced from 15 to 7.5 percent ad valorem
during the Kennedy round of trade agreements. The statutory rate for TSUS
item 309.43 is 25 percent ad valorem. Rayon staple fiber is not eligible for
duty-free treatment under the Generalized System of Preferences.

The United States is a party to the Arrangement Regarding International
Trade in Textiles (Multifiber Arrangement or MFA), which provides a formula
for limiting the level of trade of most textile and apparel articles of
cotton, wool, and manmade fibers. Rayon staple, as well as all other raw (or
unprocessed) fibers, is not currently covered by the MFA.

Nature and extent of sales at LTFV

Treasury's investigation of U.S. imports of rayon staple fiber from
France covered the 6-month period extending from November 1, 1977, through
April 30, 1978. One manufacturer, Rhone Poulenc Textiles, Paris, France, was
the sole French producer exporting to the United States during the period of
investigation. Fair-value comparisons were made on 100 percent of the sub-
ject merchandise sold to the United States during the period of investigation.
This consisted of *** pounds of rayon staple, which Treasury originally found
to be sold at an LTFV margin of 14.6 percent. On January 4, 1979, Treasury
revised th<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>